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IN THE MATTER OF THE AP P LICATION OF )
UNS  GAS , INC. FOR COMMIS S ION AP P ROVAL )
OF PROPOSED SALES AND )
TRANS P ORTATION AGREEMENTS  BETWEEN )
UNS GAS, INC. AND UNISOURCE ENERGY )
DEVELOP MENT COMP ANY. )

UNS GAS, INC.'S AND UNISOURCE
ENERGY DEVELGPMENT
COMPANY'S COMMENTS
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UNS  G a s ,  Inc .  ("UNS  G a s ") a nd  UniS ource  Ene rgy De ve lopm e nt Com pa ny ("UED")

(colle ctive ly, the  "Cornpa nie s"), through unde rs igne d counse l, re spe ctfully re que s t cons ide ra tion

of the  Com pa nie s ' com m e nts  to  the  Arizona  Corpora tion Com m is s ion ("Com m is s ion") S ta ff's

P ropos e d Orde r in  th is  docke t re ga rding the  propos e d S a le s  a nd Tra ns porta tion Agre e m e nts

be twe e n UNS  Ga s  a nd UED ("Agre e me nts"). The  Compa nie s ' comme nts  a re  a s  follows :

17 1. INTRODUCTION.
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UED, a s  the  de ve lopm e nt e ntity of UniS ource  Ene rgy Corpora tion, ha s  de ve lope d the

Bla ck Mounta in Ge ne ra ting S ta tion ("BMGS ") a nd ne gotia te d the  re le va nt contra cts . The  inte nt

of the  proje ct, howe ve r, is  to tra ns fe r the  be ne fits  to UNS  Ele ctric , Inc. ("UNS  Ele ctric"), e ithe r

through a  direct transfe r of the  a sse ts  upon Commiss ion approva l in the  pending UNS  Electric ra te

ca s e . or through a  purcha s e  powe r a rra nge me nt, a ls o s ubje ct to Commis s ion a pprova l. lf` UED

a s s ig n s  th e  BMG S -re la te d  Ag re e m e n ts  to  UNS  E le c tric  in  e ith e r o f th e s e  s c e n a rio s ,  th e

Commiss ion ha s  the  ability to review and approve  the  BMGS  a rrangements , e ithe r a s  a  ra te  ba sed

a s s e t th rough  fu ture  docke ts  o r re la te d  docke ts  now pe nding  be fore  the  Com m is s ion ,  o r in

connection with a  purchase  power a rrangement be tween UED and UNS  Electric.
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1 II. COMMENTS.
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UNS  Ga s  is  conce rne d with the  Commiss ion S ta ff' s  re comme nda tion tha t "the  Agre e me nts

be  m od ifie d  to  s ta te  tha t a ny a s s ignm e n t to  UNS  E le c tric  o r o the r e n tity will be  s ub je c t to

Com m is s ion  re v ie w a nd  a pprova l,  a nd  m a y re s u lt in  cha nge s  to  the  Agre e m e nts ' te rm s  a nd

conditions  a s  de e m e d ne ce s s a ry by the  Com m is s ion in future  docke ts  or re la te d docke ts  now

pe nding be fore  the  Commiss ion." This  bla nke t pre -a pprova l re quire me nt is  not re quire d to prote ct

the  public inte re s t. UNS  Gas  be lieves  tha t die s  language  can be  modified so tha t prior Commiss ion

a pprova l only in the  conte xt of a n a s s ignme nt to a  third-pa rty (othe r tha n for se curity purpose s  in

conne ction with the  fina ncing of the B MG S ) is  re quire d.

It is  cus tom a ry com m e rc ia l pra c tice  for a s s ignm e nts  to  be  pe rm itte d in  proje c t-re la te d

contra c ts  in  the  ca s e  of (i) a n a s s ignm e nt to  a n a ffilia te  of a  pa rty, a rid (ii) a n a s s ignm e nt for

s e curity purpos e s  in  conne c tion with  the  fina nc ing of the  re la te d  proje c t. In  th e  c a s e  o f a n

ass ignment to an a thle te , the  contract is  often negotia ted and executed by a  deve lopment company

with the  inte nt to a s s ign the  contra ct to a n a ffilia te  tha t is  the  ultima te  be ne ficia ry of the  contra ct

and re la ted project. These  a re  the  circumstances  facing UNS  Gas  and UED.

If Commiss ion a pprova l of the  BMGS  a sse t tra ns fe r iii the  pe nding UNS  Ele ctric ra te  ca se

is  not forthcom ing a nd UED re ta ins  owne rs hip of the  BMGS , it is  a lm os t ce rta in tha t UED will

ne e d to obta in proje ct-re la te d fina ncing within the  ne xt s ix months . As  a  re sult, UED will ne e d to

a ss ign its  inte re s t in the  BIvIGS -re la te d Agre e me nts  a s  colla te ra l se curity for the  fina ncing. This  is

a  cus toma ry re quire me nt in comme rcia l proje ct le nding. Unde r the se  circums ta nce s , UED, which

is  not a  public s e rvice  corpora tion s ubje ct to Commis s ion juris diction, s hould not be  re quire d to

s e e k a n a pprova l of the  Com m is s ion to a s s ign its  inte re s t for s e curity purpos e s  to s upport the

fina nc ing of the  BMGS . No public  in te re s t is  a ffe c te d by im pos ing s uch a  re quire m e nt on a n

unre gula te d  a ffilia te  tha t owns  a  ge ne ra ting  a s s e t a nd  is  s im ply a s s igning  its  in te re s t in  the

Agreements  as  colla te ra l for financing. 1

I Also, please note that UED has on file with the FERC a market-based rate tariff, and is subject to FERC's
jurisdiction f`or wholesale sales.
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The  Compa nie s  a re  re comme nding tha t in the  ca s e  of (i) a n a s s ignme nt by UED to a n

a ffilia te , including UNS  Ele ctric, a nd (ii) a n a s s ignme nt by UED for s e curity purpos e s  to s upport

proje ct-re la te d fina ncing, tha t UNS  Ga s  a nd UED provide  prior notice  of the  a s s ignme nt to the

Commis s ion, but tha t no pre -approva l would be  required.

111. C O NC LUS IO N.

UNS  Ga s  a nd  UED re comme nd tha t on ly whe n  a n  a s s ignme nt o f the  BMGS -re la te d

Agreements  is  be ing made  to a  third-pany othe r than a  financing pa rty for s ecurity purpos e s , UNS

Gas  and/or UED will s eek the  Commis s ion's  approva l for s uch a s s ignment.

WHEREFORE UNS  Ga s  a nd UED re s pe ctfully re que s t tha t the  Commis s ion a dopt the s e

changes  to the  Proposed Order as recommended here in.

RES P ECTFULLY S UBMITTED this  '7th da y of Fe brua ry 2008.

UNS  GAs , INC.
UNIS OURCE ENERGY DEVELOP MENT COMP ANY

By ~h/l.¢u.4.>;z64»<,»
Miche lle  Live ngood
One  South Church Avenue , Suite  200
Tucs on, Arizona  85701

and

Michael W. Patten
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004
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Original and 13 copies of the foregoing
filed this »7th day of February 2008 with:
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Docke t Control
Arizona  Corpora tion Commission
1200 West Washington Street
Phoenix, Arizona 85007
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Copy of the foregoing hand-delivered/mailed
this 7[h day of February 2008 to:
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Lyn Farmer, Esq.
Chief Adminis tra tive  Law Judge
Hea ring Divis ion
Arizona  Corpora tion Commission
1200 West Washington
Phoenix, Arizona 85007
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Chris tophe r C. Ke e le y
Chief Counse l, Lega l Divis ion
Arizona  Corpora tion Commission
1200 West Washington
Phoenix, Arizona 85007

Ernest G. Johnson, Esq.
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commission
1200 West Washington
Phoenix, Arizona 85007
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